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ORDER 

1. India is a multi-party democracy and Election Commission facilitates and 

regulates registration of political parties u's 29A of the Representation of 

the People Act, 1951. Consequent upon registration, a political party gets 

several entitlements, inter-alia, party can collect donations, which is fully

exempted from income tax. In elections, they are entitled for privileges 

of common symbol, preference over independents on ballot, vehicles, star 

campaigners etc. 

2. There are 2796 Registered Unrecognised Political Parties (RUPP) as in 

September 2021 https://eci.gov.in/files/file/13711-list-of-political 
parties-symbol-main-notification-dated23092021) There were 694 RUPP 

in 2001. In two decades, the growth in registration of parties has been 

300%. Evidence suggests that there is a spurt in registration before 

general election of Lok Sabha/Vidhan Sabha. 

3. Every RUPP so registered is required to comply with certain rules 

instructions and directions, as conditions of registration and it also gives a 

categorical undertaking to this effect in its application. Relying on the 

same ECI grants registration. These, inter alia, include:

i. Section 29 C of RP Act 1951 requires a RUPP to furnish a contribution
report as prescribed in Form 24 A under Rule 85 B of Conduct of 

Election Rules 1961. Such contributions are exempted from the 

provisions of Income Tax as an incentive to the parties for strengthening

the electoral democracy. Form 24 A requires the signatories
(Treasurer/Authorised person) of a party to inter- alia provide details 
such as-

Address of the headquarters of the Political Party including any 

changes 
Permanent Account Number and Income-tax Ward/Circle where 

return of the political party is filed; 

Contributions received in excess of Rs.20,000 including 
particulars of donors; 

in case of payment by cheque/demand draft, name of the bank and 

branch of the bank; 
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in case the contributor is a company, whether the conditions laid 

down under section 293A of the Companies Act, 1956 (as 

amended) have been complied with.

ii. The political parties are mandated to furnish Audited Annual

Statements, flowing from ECT's transparency guidelines dated

29/08/2014 as amended, inter-alia, requiring the party to adhere to the 

following: 
"(i) Provision (a) to Section 13A of Income Tax Aet 1961, inter-alia, 

provides that political party shall keep and maintain such books of 

accounts and other documents as would enable proper deduction of 

its income there from. Accordingly, it is required that 

(a) the treasurer of the political party or such person as authorized by 

the party, besides ensuring maintenance of the accounts at all State 

and lower levels, shall maintain consolidated accounts at the central

party Head Quarters as required under the aforesaid provision, 
b)the accounts so maintained by him/her shall conform to the guidance

note on Accounting and Auditing of political parties, issued by the 

Institute of Chartered Accountants of india (ICA), and 
(c) the Annual Accounts shall be audited and certified by the qualified 

practicing Chartered Accountants. 
The Commission in its instructions dated 19/11/2014 further clarified, 

"The instruction to political parties to file Anmual Audited Accounts

with the Commission is essential for maintaining ransparency in the 

functioning of political parties, which is an essential ingredient for 
conduct of free and fair election. The direction to maintain the name 

and address of the individuals, companies and entities making
donations to the political parties is intended to ensure that no funds 

are received by the political parties from prohibited sources as 

stipulated in section 29B of the R.P. Act 1951.
" 

While emphasizing upon transparency in election funds, following has been held 

by Hon'ble Supreme Court in People's Union for Civil Liberties (PUCL)

and Anr. v. Union of India and Anr. [(2003) 4 SCC 399]: -

.. Transparency in the context of election means both the sources of 

finance as well as their utilization as are listed out in an audited 

statement. If the candidates are required to list the sources of their 

income, this can be checked back by the Income Tax Authorities. The 

(Law) Commission recommends that the political parties as well as 

individual candidates be made subject to aproper statutory auditof the 
amounts they spend. These accounts should be monitored through a 

system of checking and cross-checking through the income tax returns

filed by the candidates, parties and their well-wishers..." 
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Furthermore, echoing the same, Delhi High Court in Commissioner of 

Income Tax Delhi- Vs. Indian National Congress (1) All India Congress

Committee ITA 145 and 180/2001 has held that 

"Considering that political parties are an essential part of our 

democracy and are dealing in large sums of public money, much of 

which is unaccounted, the proper auditing of the accounts of the 

political parties is both imperative critical to the conduct of free and 
fair elections. The above recommendations of the 255th LCI report 

should receive serious and urgent attention at the hands of the executive 

and the legislature if money power should not be allowed to distort the 

conductof free and fair elections. This will in turn infuse transparency 
and accountability into the functioning of the political parties thereby 
strengthening and deepening democracy.".

Hon'ble Supreme Court in Common Cause vs Uol & Others (AIR 1996 SC 

3081) has held,

.. 16. "h is obvious that there has been total inaction on the part of the 

Government to enforce the provisions of the Income Tax Act relatingg to 

the filing ofa return of income by a political party. The provisions of 
Section 13-A of the Income Tax Act read with Section 293-A of the 

Companies Act clearly indicate the legislative scheme the object ofwhich

is to ensure that there is transparency in the process of fund-collecting 
and incurring expenditure by the political parties. The requirement of 
maintaining audited accounts by the political parties is mandatory and 

has to be stricty enforced. h was obligatory for the income tax 

authorities to have strictly enforced the statutory provisions of the 

ncome Tax Act." 

The political parties, therefore, are under a statutory obligation to 

furnish a return of income for each assessment year. To be eligible

for exemption from income-tax they have to maintain audited accounts

and comply with the other conditions envisaged under Section 134 of 
the Income-tax Act. .." 

5. A political party which is not maintaining, audited and authenticated
accounts and has not filed the return of income for the relevant period
cannot, ordinarily, be permitted to say that it has incurred or 

authorised expenditure in connection with the election of its candidates 

in terms of Explanation I to Section 77 of the R.P. Act. (1951) .." 

emphasis supplied] 

i. Every Political Party, for being registered, as a condition precedent prescribed 

by ECI under its power under section 29 A (6), undertakes to include in its 

constitution that it must contest an election conducted by the Election

Commission within 5 years of its registration. 
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